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E.O. 11652: N/A 
TAGS: EFIN, TC 

SUBJECT: UAE LINKS DIRHAM TO SDR 
REFS: (A) ABU DHABI 0225, (B) ABU DHABI 0630 

1 . UAEG HAS ANNOUNCED IT WILL LINK DIRHAM TO SDR INSTEAD OF 
DOLLAR. ANNOUNCEMENT MADE AFTERNOON OF MARCH 9. THE 
CENTRAL RATE WILL BE 4.7619 DIRHAMS PER SDR (SAME AS 
REFERENCE POINT ESTABLISHED AT DIRHAM S CREATION IN 1973). 
INTERVENTION BAND WILL BE TWO AND ONE FOURTH PERCENT ON 
EACH SIDE OF PARITY. CURRENT MAKET RATE FOR DIRHAMS IS 

4. 7332 OR ONLY ONE HALF PERCENT ABOVE PARITY. INTERVENTION 
CURRENCY WILL REMAIN DOLLAR. NO DIRHAM-DOLLAR EXCHANGE 
RATE MOVEMENT IS EXPECTED BY LOCAL BANKERS AT THE MOMENT 
ALTHOUGH CURRENCY BOARD WILL OBVIOUSLY REVIEW RATE 
PERIODICALLY. 
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2. COMMENT: LOCAL FINANCIAL OBSERVERS EXPECTED 

MOVE IN VIEW OF QATARI. BAHRAINI, AND SAUDI ARABIAN PRIOR 
LINKS WITH SDR AND CLOSE TIES WHICH BIND UAE TO OTHER 
GULF CURRENCIES ALREADY TIED TO SDR (REFTEL A). 

NEW LINK WILL CREATE A MORE STABLE DIRHAM 
PSYCHOLOGY SINCE IT WILL NO LONGER BE CONTROLLED 
BY DOLLAR EXCHANGE MOVEMENTS OVER WHICH UAE HAS 
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NO INFLUENCE. MOVE IS ALSO CONSISTENT WITH POSSIBLE 
FUTURE INTEREST IN DISENGAGING DOLLAR FROM CALCULATION 
OF OIL PRICES (REFTEL B ). 

DICKMAN 
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